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Abstract 
The aim of the study is identification of internal and external factors that determine physical entities’ borrowing in Lithuanian 
finance market. The methods of the research include literature analysis, questionnaire survey, descriptive statistics and cross-
variable analysis. The research has enabled to establish the links between the internal and external determinants of physical 
entities’ borrowing and their demographic characteristics.  
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1. Introduction 
Crediting of physical entities is one of the main types of crediting services, generating considerable profits in 
finance markets. With reference to the data of the Bank of Lithuania (2014), the volumes of the credits issued for 
physical entities made 45.9 per cent of the overall bank credit portfolio in 2013. Considering the share of this type of 
crediting, a deeper insight in the factors that determine physical entities’ borrowing is expedient since the research 
could enable credit institutions to improve their policies and direct them towards the attraction of physical entities. 
Although the scientific literature is rather rich in the research of the factors that have the impact on physical 
entities’ borrowing, the studies are often fragmentary, limited to the analysis of the particular factor group (internal 
or external). Internal factors have more comprehensively been researched by Monastyrskaya (2011), Podolskaya and 
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Тroshin (2014), partly - by Jureviciene and Gausiene (2010), Zukauskas and Zukauskiene (2012), Rackauskas and 
Liesionis (2013). The significant part of scientists (Safakli, 2007; Sudzius, 2007; Krisnanto, 2011; Моnastyrskaya, 
2011; Maiyaki, 2011; Chigamba & Fatoki, 2011; Podolskaya & Тroshin, 2014; Jarvinen, 2014)) analyse the external 
factors that determine the choice of a crediting institution whereas only a few of them (Jasiene & Staroselskaja, 
2010; Imtiaz, Murtaza, Abaas, & Hayat, 2013; Dawsey, 2014; Dali, Yousafzai, & Hamid, 2015) focus on the ones 
that determine the need of borrowing, influenced by particular external determinants. 
Although some scientists (Maiyaki, 2011; Krisnanto, 2011; Моnastyrskaya, 2011; Podolskaya & Тroshin, 2014; 
Dawsey, 2014) agree that physical entities’ borrowing is determined by the complex of external and internal factors, 
scientific literature still lacks of the systematic analysis in this field, which proposes the problem of the research: 
what factors determine physical entities’ borrowing in Lithuanian finance market? The purpose of the study is 
identification of internal and external factors that determine physical entities’ borrowing in Lithuanian finance 
market. The object of the study is internal and external factors that determine physical entities’ borrowing in 
Lithuanian finance market. The purpose of the study has been detailed into the following objectives: 1) to perform 
the theoretical analysis of the factors that determine physical entities’ borrowing; 2) to select and justify the 
methodology of the research; 3) to identify the internal and external factors that determine physical entities’ 
borrowing in Lithuanian finance market. The methods of the research includethe analysis of the scientific literature, 
statistical data analysis, questionnaire survey (quantitative research), descriptive statistics and cross-variable 
analysis. 
2. The factors that determine physical entities’ borrowing: theoretical analysis 
 It should be noted that the scientific literature lacks of the specially-established classification of the factors that 
determine physical entities’ borrowing. Nevertheless, it is recognised that physical entities’ borrowing is stimulated 
by both personal (internal) motives (Моnastyrskaya, 2011; Wang, Lv, & Jiang, 2011; Zukauskas & Zukauskiene, 
2012; Jureviciene & Gausiene, 2010; Rackauskas & Liesionis, 2013; Podolskaya & Troshin, 2014) and customer 
attraction (external) strategies applied by credit institutions (Krisnanto, 2011; Моnastyrskaya, 2011; Maiyaki, 2011; 
Chigamba & Fatoki, 2011; Pattarin & Cosma, 2012; Podolskaya & Тrоshin, 2014; Dali et al., 2015). Thus, 
engagement of the division of the determinants into external and internal is considered to be proper for this research. 
Analysing the internal factors, the authors usually note social-demographic and/or psychological ones. According 
to Devlin (2009), financial behaviour of individuals is influenced by society’s financial gaps, which, in turn, are 
determined by employment status, income, marital status, age, level of intellectual development and properties. The 
similar social-demographic factors are highlighted by Rackauskas and Liesionis (2013) whereas Моnastyrskaya 
(2011) complements the list of influential social-demographical factors with individual sensitivity to risk and 
borrowing experience. 
The rest part of the psychological factors analysed in the scientific literature include the type of personality, 
personal attitude to borrowing, ability to make independent decisions and personal financial motivation 
(Моnastyrskaya, 2011; Zukauskas & Zukauskiene, 2012; Jureviciene & Gausiene, 2010). According to Zukauskas 
and Zukauskiene (2012), personal motivation forms positive attitudes towards borrowing and also serves as an 
important factor that has the impact on physical entities’ borrowing behaviour. 
The basic motives for physical entities’ borrowing highlighted in the scientific literature include the need of cash, 
the wish to obtain an expensive purchase, the need of money for properties, the need of money for home 
improvement, the need of money for private business funding, the need of money to pay for studies (Zukauskas & 
Zukauskiene, 2012; Jureviciene & Gausiene, 2010) and the wish to facilitate daily financial operations 
(Моnastyrskaya, 2011). Thus, the analysis of the scientific literature has enabled to systematize the basic internal 
factors that determine physical entities’ borrowing (see Table 1). 
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Table 1. The basic theoretical internal factors that determine physical entities’ borrowing (complied by the authors). 
Internal factors 
Scientific sources 
Sudzius, 
2007 
Paas, 
Bijmolt, 
and 
Vermunt 
2007 
Jureviciene 
and Gausiene, 
2010 
Devlin, 
2009 
Monastyrskaya, 
2011 
Zukauskas 
and 
Zukauskiene, 
2012 
Rackauskas 
and 
Liesionis, 
2013 
Age +   + + + + 
Gender +    + +  
Development 
Employment 
Income 
Marital status 
Properties 
Sensitivity to risk 
Borrowing experience 
Type of personality 
Social status 
Decision making 
Motives 
Positive attitudes 
+ 
 
 
 
 
 
 
+ 
+ 
+ 
 
 
 
 
 
 
 
 
 
 
 
+ 
 
 
 
 
 
 
 
 
 
 
+ 
+ 
+ 
+ 
+ 
+ 
 
+ 
+ 
 
 
+ 
+ 
 
 
 
+ 
 
 
+ 
+ 
+ 
 
 
 
 
 
 
+ 
 
 
+ 
The internal factors were selected for the research by the following criteria: topicality, exhaustiveness, 
compatibility with other criteria, and frequency of appearance in the scientific literature. Following these criteria, it 
is considered that the main internal determinants of physical entities’ borrowing are age, gender, employment 
(occupation), income, marital status and motives, which include the need of cash, the wish to obtain an expensive 
purchase, the need of money for properties, the need of money for home improvement, the need of money for 
private business funding, the need of money to pay for studies and the wish to facilitate daily financial operations. 
Considering external determinants of physical entities’ borrowing, it should be noted that the majority of the 
authors (Safakli, 2007; Sudzius, 2007; Krisnanto, 2011; Моnastyrskaya, 2011; Maiyaki, 2011; Chigamba & Fatoki, 
2011; Podolskaya & Тroshin, 2014) analyse the external factors that determine the choice of a credit institution 
whereas only a few of them (Jasiene & Staroselskaja, 2010; Rackauskas & Liesionis, 2013; Imtiaz et al., 2013) 
focus on the ones that determine the need of borrowing. Presuming that both types of external factors mentioned 
above are closely related, in this study, they will be attributed to a single complex of external factors. 
It should be noted that the complex of external factors, first of all, is related to the competitiveness of credit 
institutions. Back to 1994, Boyd, Leonard, and White (1994) established the following determinants of the choice of 
a bank: a) bank reputation; b) place; c) work hours; d) fees; e) comfort. Such factors as financial institution’s image 
and reputation, intense marketing activities, promotion as well as customer service are also widely analysed in the 
scientific studies (Sudzius, 2007; Chigamba & Fatoki, 2011; Safakli, 2007; Jasiene & Staroselskaja, 2010). What is 
more, the need of borrowing can be stimulated by a wide range of the services (products) on offer, service 
accessibility (Krisnanto, 2011; Zukauskas & Zukauskiene, 2012) and a wide net of departments (Maiyaki, 2011). 
With reference to the results of the survey carried out by Jasiene and Staroselskaja (2010), the choice of a financial 
institution is mostly determined by institution’s reliability (49 per cent), its strong financial balance (27 per cent), 
convenient location (27 per cent), position in the market (25 per cent), high crediting service quality (20 per cent) 
and convenient work time (10 per cent). Contrary to the studies described above, the study carried out by 
Adamoniene, Makuteniene, and Trifonova (2008) revealed the external factors of borrowing that are not related to 
the competitiveness of particular credit institutions, but to physical entities’ personal environment. These factors 
include employers’ recommendations and family, friends or acquaintances’ advice.With reference to the analysis of 
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the scientific literature, the basic external factors that determine physical entities’ borrowing have been systematized 
(see Table 2). 
Table 2. The basic theoretical external factors that determine physical entities’ borrowing (compiled by the authors). 
External factors 
 Scientific sources 
Sudzius, 
2007 
Safakli, 
2007 
Jasiene and 
Staroselskaja, 
2010 
Chigamba 
and 
Fatoki, 
2011 
Monastyrskaya, 
2011 
Adamoniene 
et al., 2008 
Rackauskas 
and 
Liesionis, 
2013 
Podols-
kaya and 
Troshin, 
2014 
Interest rates +  + + + + + + 
Borrowing terms +  +  +  +  
Image  
Reliability   
Financial state 
Promotion  
Marketing  
Crediting services 
Accessibility 
Service quality 
Customer service 
Recommendations  
+ 
 
 
+ 
+ 
 
+ 
 
+ 
 
 
 
+ 
 
+ 
 
+ 
+ 
 
+ 
+ 
+ 
+ 
 
+ 
+ 
+ 
+ 
+ 
+ 
 
 
 
 
+ 
 
+ 
+ 
 
+ 
 
+ 
 
 
 
 
+ 
 
 
+ 
 
 
+ 
 
 
 
 
+ 
+ 
 
 + 
 
 
 
 
 
+ 
+ 
 
 
Following the same criteria as for the selection of the internal factors, it is considered that the main external 
determinants of physical entities’ borrowing are favourable interest rates, favourable borrowing terms, credit 
institution’s image and reputation, high credit institution’s reliability, good credit institution’s financial state, intense 
credit institution’s marketing activities, accessibility of crediting services, high level customer service and 
recommendations of other people. 
Summarising, it can be stated that physical entities’ borrowing is determined by the complex of internal and 
external factors. The main feature of the latter is the impact of external environment on physical entities. Thus, 
volatility of external environment may cause the changes in physical entities’ borrowing behaviour. Also, credit 
institutions may engage particular external instruments to influence the need of physical entities’ borrowing. Thus, 
perception of the impact of external factors on physical entities’ borrowing is not as complicated as that of internal 
factors. 
3. The methodology of the empirical research 
The quantitative method - questionnaire survey - was applied for the performance of the empirical research. This 
method was selected due to its simplicity, rapid collection of the required data, opportunity to involve a big number 
of respondents and low costs of the research. The questionnaire consisted of 7 questions that were formulated with a 
view to obtaining the data on the respondents’ internal motives for borrowing, the external factors that may have the 
impact of their borrowing and their social – demographic characteristics. The questions on the internal motives for 
borrowing as well as the ones on the respondents’ demographic characteristics were of the closed type, i.e. with the 
provided answer alternatives, whereas the question on the impact of the particular external factors on respondents’ 
borrowing was presented in the form of Likert scale, i.e. the respondents were asked to evaluate the impact of the 
researched factors in 5 grade scale, where 1 stands for the lowest, and 5 – for the highest evaluation. 
The survey was carried out in the credit institutions (banks, credit unions, leasing companies and fast credit 
companies) in Klaipeda city, Lithuania, from November 3 to November 7, 2014.  The basic criterion of the 
involvement of the respondents in the survey was the experience of taking at least one credit. The sample of the 
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survey made 300 people. This sample represents the general entirety of the population living in Klaipeda city (N = 
133.530) with 6 per cent error rate. 
Proceeding the data of the survey, percentage distribution of the answers as well as the arithmetic averages of the 
evaluations were calculated. For the analysis of the data of the quantitative research, the methods of descriptive 
statistics and cross-variable (vertical and horizontal) analysis were engaged. The cross-variable analysis included 
two variables – respondents’ demographic characteristics and the internal motives or external factors that determine 
their borrowing. 
4. Internal and external factors that determine physical entities’ borrowing in Lithuanian finance market 
The research of the internal factors that may determine physical entities’ borrowing was started from the analysis 
of the internal borrowing motives. The results of the empirical research have revealed that the main physical 
entities’ borrowing motives are the wish to obtain an expensive purchase (as it was noted by 29 per cent of the 
respondents), the need of cash (noted by 25 per cent of the respondents) and the wish to facilitate daily financial 
operations (noted by 18 per cent of the respondents) (see Fig. 1). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. Distribution of the physical entities’ borrowing motives, per cent (compiled by the authors with reference to the research results). 
As it can be seen in Fig. 1., the borrowing motives mentioned above make 72 per cent of all the motives 
researched. The need to pay for studies is considered to be the least significant borrowing motive (it was marked by 
4 per cent of the respondents). 
The cross-variable analysis, where the motives that determine physical entities’ borrowing were treated as an 
independent variable, and respondents’ demographic characteristics – as dependent variables, has enabled to have a 
deeper insight in the researched issue. The vertical cross-variable analysis has revealed the links between the 
motives that determine physical entities’ borrowing and their age, occupation, monthly gross income and marital 
status whereas the links between the motives that determine physical entities’ borrowing and their gender have not 
been established since the results of the research showed that the borrowing motives are similar to both genders – 
the wish to obtain an expensive purchase was marked by 36 per cent of women and 21 per cent of men, the wish to 
facilitate daily financial operations – by 23 per cent of women and 31 per cent of men, and the need of cash – by 19 
per cent of women and 12 per cent of men. 
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Analysing the external factors that determine physical entities’ borrowing, it has been established that the main of 
these factors include favourable borrowing terms (average value 4.32), favourable interest rates (average value 4.27) 
and recommendations of other people (average value 4.27) (see Fig. 2). 
 
 
Fig. 2. Evaluation of the external factors that determine physical entities’ borrowing (compiled by the authors with reference to the research 
results). 
As it can be seen from Fig. 2, such external factors as accessibility of crediting services (average value 4.09), 
high level of customer service (average value 4.02), credit institution’s image and reputation (average value 3.98) 
and high credit institution’s reliability (average value 3.95) have less significant impact on physical entities’ 
borrowing. Good credit institution’s financial state (average value 3.72) and intense marketing activities (average 
value 3.53) were marked as the factors that have the least significant impact on physical entities’ borrowing. 
The results of cross-variable analysis have revealed the links between the external factors that determine physical 
entities’ borrowing and their age, occupation, monthly gross income and marital status, as in the case of the internal 
borrowing factors. However, in contrast to it, the link between the external factors and physical entities’ gender has 
been established (women consider recommendations of other people (average value 4.66), accessibility of crediting 
services (average value 4.56) and high level of customer service (average value 4.56) to be the most significant 
factors that determine physical entities’ borrowing while men marked such factors as favourable borrowing terms 
(average value 4.32) and favourable interest rate (average value 4.27)). 
Summarising, it can be stated that physical entities’ borrowing is determined by the complex of internal and 
external factors. The main internal borrowing factors are the wish to obtain an expensive purchase, the need of cash 
and the wish to facilitate daily financial operations while the most significant external ones are favourable 
borrowing terms, favourable interest rates and recommendations of other people. It must be noted that the 
significance of particular internal factors depends on physical entities’ demographic characteristics – age, 
occupation, monthly gross income and marital status while that of the external factors also depends on physical 
entities’ gender. 
5. Conclusions and discussion 
 The theoretical analysis of the scientific literature has enabled to identify the internal and external factors that 
may determine physical entities’ borrowing. With reference to the results of the empirical research, the following 
conclusions can be made: 
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1. The most significant internal factors that determine physical entities’ borrowing are the wish to obtain an 
expensive purchase (marked by 29 per cent of the respondents), the need of cash (marked by 25 per cent of the 
respondents) and the wish to facilitate daily financial operations (marked by 18 per cent of the respondents). The 
links between the internal factors that determine physical entities’ borrowing and their demographic 
characteristics (age, occupation, monthly gross income and marital status) have been established. 
2. The most significant external factors that determine physical entities’ borrowing are favourable borrowing terms 
(average value 4.32), favourable interest rates (average value 4.27) and recommendations of other people 
(average value 4.27). Contrary to the case of the internal factors, the link between the external factors that 
determine physical entities’ borrowing and their gender has been established. 
Due to the changes in personal borrowing motivation as well as the volatility of the external environment, the 
changes in physical entities’ borrowing behaviour might occur. For this reason, further research in this field could be 
carried out engaging variant factors or a wider variety of the factors. Also, the methods of qualitative research (depth 
interview or focus groups) could be applied and comparative analysis of the results could be performed. Seeking to 
attract a bigger number of individual borrowers, credit institutions should carry out regular surveys of this type in 
order to obtain valuable data that would enable to improve/adapt the strategies of serving physical entities. 
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